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New National Legislation 


During the session of Congress just closed over 10,000 
bills and resolutions were introduced in the House and 
about 3,500 in the Senate. Most of these concerned some 
private interest or a local public interest and were not un- 
related to vote getting. Of the 57 major acts the more im- 
portant dealt with agriculture, air mail, banking, communi- 
cations, coal, conservation, housing, labor, money, national 
defense, neutrality in time of war, power production, re- 
lief, shipping, social security, taxation and transportation. 
This list, covering the major economic and social aspects 
of American life, indicates how broadly the administration 
has continued its effort begun in 1933 to use the power 
of government for purposes of recovery and reconstruc- 
tion. Regardless of the wisdom or adequacy of the 
measures taken, no period in American history has seen a 
more varied and elaborate effort to use the power of 
government for remodeling economic life. 


AGRICULTURE 


Due to limitations of space only brief comments can 
be made on some of the more important laws passed. The 
amendment to the Agricultural Adjustment Act makes no 
radical change in the agricultural program. Rather it is 
devoted to clarifying its purposes and insuring its con- 
stitutionality. To offset the Supreme Court’s ruling (NRA 
decision) on the delegation of power to the executive 
the law states in detail what shall be done, confines the 
program to interstate and foreign commerce, and ratifies 
executive measures taken under the law before it was 
amended. Suits to recover processing taxes, if these 
should be held unconstitutional, are allowed on condition 
that the processor can show that no part of the tax has 
been passed on to the consumer or back to the producer. 
The law also prohibits injunction suits to stop collection 
of processing taxes but allows the taxpayer to obtain 
a refund, if he is entitled to it, by filing a claim with the 
Commissioner of Internal Revenue. 

An attempt is made to protect consumers by outlawing 
means to maintain prices above what is termed a fair 
exchange value. To counteract violent price fluctuations 
means are provided for storage of surplus supplies of 
non-perishable crops on the farms. When imported 
products increase to a point which threatens the price 
structure of domestic products, quotas on imported prod- 
ucts may be established: The law permits the use of 30 
per cent of import duties to subsidize exports of farm 
products, except cotton, or to increase payments to pro- 


XUM 


ducers on that portion of a crop consumed in this country. 

The appropriation to eliminate diseased cattle is in- 
creased $10,000,000 and funds from the $4 billion work 
relief fund are appropriated for the purchase of sub- 
marginal lands. 

The Farm Credit Act amends the Emergency Farm 
Mortgage Act of 1933, the Federal Farm Loan Act, the 
Agricultural Marketing Act and the Farm Credit Act 
of 1933 to facilitate further the extension of loans to 
farmers at lower rates of interest, and authorizes the 
Federal Intermediate Credit Banks to discount paper for 
bc and for cooperatives and to make loans to such 

s. 

The Farm Research Act authorizes the Secretary of 
Agriculture to conduct research relating to the underlying 
problems of agriculture affecting production, distribution, 
conservation of land and the development and use of 
water resources. For this purpose $1,000,000 is appropri- 
ated annually until July 1, 1940, and $5,000,000 annually 
thereafter, an unusually liberal appropriation for research. 

The act also appropriates $8,000,000 for the fiscal year 
1936 for the further development of the cooperative ex- 
tension work in agriculture and home economics, adds 
$1,000,000 for each succeeding year until the annual 
appropriation reaches $12,000,000, and this amount is 
continued for each succeeding year. 

The Livestock Bankruptcy Act and the Frazier-Lemke 
Farm Mortgage Act amend the Bankruptcy Act of 1898 
to permit farmers to take advantage of that act. The 
Frazier-Lemke Farm Mortgage Law, which replaces an 
act of simular name enacted in 1934 and held unconstitu- 
tional in 1935, provides special relief to farmers threat- 
ened with foreclosure and unable to obtain adjustments 
through conciliation methods. 

The Soil Erosion Act authorizes the Secretary of 
Agriculture to conduct surveys, carry on preventive meas- 
ures, and acquire lands necessary to protect soil resources 
against erosion. 

BANKING 


The Banking Act of 1935 reorganizes the Federal 
Reserve Board, makes permanent the federal insurance 
of bank deposits up to $5,000, and provides for greater 
control of banking operations. The law changes the name 
of the Federal Reserve Board to the “Board of Governors 
of the Federal Reserve System.” The Secretary of the 
Treasury and the Controller of the Currency are elimi- 
nated from membership on the Board which will be com- 
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posed of seven members appointed by the President with 
the consent of the Senate for a 14-year term. The term 
of one member will expire every two years. After a 
preliminary period of staggering the terms the members 
will serve 14 years without right to reappointment. This 
arrangement will make it impossible for any President 
to pack the Board with his appointees unless he is in 
office eight years, when he can reconstitute the majority. 
The 14-year term without reappointment is designed to 
free Board members from political pressure and to induce 
them to pursue an independent course. 

The law creates an open-market committee composed 
of the Board of Governors and five representatives of the 
12 Federal Reserve Banks. The committee has power 
to buy and sell government securities in the open market 
in order to affect bank reserves and control credit. The 
reserve banks must act in accord with the instructions of 
the committee affecting open market operations and, as 
the Board of Governors has a majority on the committee, 
it not only has the responsibility to act in the public 
interest but has the power to do so. . 

Furthermore, the Board will have additional power 
over banking operations through its right to approve or 
disapprove of presidents of Federal Reserve Banks elected 
by their boards of directors. If four of the Board favor 
the policy they can increase reserve requirements to 
double the percentages required by law, practically wipe 
out excess reserves, and greatly restrict credit. The 
Board can also expand credit by making eligible for 
rediscount by Federal Reserve Banks assets not previ- 
ously eligible. However, such advances cannot be for 
more than four months and must carry an interest rate 
not less than one-half of one per cent above the current 
rediscount rate for eligible paper. 

The law also permits national banks to make more real 
estate loans. Five year loans may be made up to 50 per 
cent of the appraised value of the property. In the case 
of amortized loans 60 per cent of the value may be loaned 
for a period of 10 years. But the law forbids such loans 
to aggregate more than the capital and surplus of a bank 
or more than 60 per cent of its time and savings deposits, 
whichever amount is greater. No bank may invest in the 
securities of any one issuer or obligor an amount exceed- 
ing 10 per cent of its capital stock and surplus. 

In connection with deposit insurance banks are subject 
to an annual assessment equal to one-twelfth of one per 
cent of their deposit liabilities. The law requires all state 
banks with deposits of $1,000,000 or more to join the 
Federal Reserve System by July 1, 1942, if they desire to 
insure their deposits. 


CoaL 


The Bituminous Coal Conservation Act is in some 
respects the most far-reaching regulation ever applied to 
an industry in the United States. Designed to stabilize 
the industry and promote interstate commerce the Act 
declares that the industry is “affected with a national 
public interest” and thus is made practically a public 
utility. The act seeks to conserve coal deposits and regu- 
late production, marketing, methods of competition, prices, 
wages, hours and labor conditions in general. 

The National Bituminous Coal Commission of five 
members is authorized to formulate a coal code to regulate 
the activities of producers. Perhaps the most effective 
means to this end is the excise tax of 15 per cent of the 
price of coal at the mines, levied on all producers who 
do not conform to the code. Those who do conform 


receive a drawback of 90 per cent of the tax. 

Twenty-three district coal boards are established, com- 
posed of not less than three nor more than 17 members, 
One of the members must be selected by “the organiza. 
tion of employes representing the preponderant number 
of employes” in a district. One-half the producers’ repre- 
sentatives are elected by a majority of the producers and 
the other half by votes cast in the proportion of annual 
tonnage output. 

The producers in a district may establish marketing 
agencies which are “truly representative of at least one- 
third of the tonnage of any producing field or group of 
producing fields.” Such agencies must operate under 


rules approved by the Commission and conform to mini- | 
mum and maximum prices approved or fixed by the | 


Commission, as related to the weighted average of the 
total costs per net ton. Maximum prices are to be estab- 
lished when the Commission deems it necessary to protect 
consumers against unreasonably high prices but no maxi- 
mum price shall be established for any mine which does 
not return cost plus a reasonable profit, a provision which 
protects inefficient mines. 


The law lists methods of unfair competition which will 
doubtless be included in the coal code. The Commission 


has power to deal with all violations. Employes are given | 


the right to bargain collectively through representatives 
of their own choosing without interference or coercion 
by employers. “No employe and no one seeking employ- 
ment shall be required as a condition of employment to 
join any company union.” Employes have the right to 
peaceful assemblage for the discussion of their problems; 
they are entitled to select their own checkweighmen ; and 
they “shall not be required as a condition of employment 
to live in company houses or to trade at the store of the 
employer.” 

In the Department of Labor a Bituminous Coal Labor 
Board is established composed of one impartial person 
and one representative each of employers and employes. 
It adjudicates disputes, determines whether an employe 
organization has been promoted, controlled or dominated 
by an employer, holds elections to assure free election of 
employes’ representatives, and it “may order a code mem- 
ber to meet the representatives of its employes for the 
purpose of collective bargaining.” When a dispute is not 
settled by a tribunal set up for collective bargaining the 
Board may offer its services as mediator or arbitrator. 

Maximum daily or weekly hours agreed upon by pro- 
ducers of more than two thirds of the annual national! 
tonnage and representatives of more than one half of the 
mine workers must be conformed to by all code members. 
Minimum wage rates agreed upon by producers of two 
thirds of the annual tonnage and representatives of the 
majority of mine workers in any district, or group of two 
or more districts, must be filed with the Coal Labor Board 
and accepted by the code members in those districts. 

The Commission may issue “cease and desist” orders 
when the code is violated and it may revoke the right of 
a code member to a drawback of the taxes levied. If its 
orders are not obeyed it may appeal to the federal courts 
for enforcement. If the orders of the Coal Labor Board 
are not obeyed it transmits its findings and order to the 
Commission. In dealing with violations of labor pro- 
visions of the Act the Commission must accept the find- 
ings and orders of the Coal Labor Board and inquire only 
into the compliance or noncompliance of the code member 
with respect thereto. 

The Act provides for a Consumers’ Counsel to the 
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National Bituminous Commission whose duty is to appear 
before the Commission as a representative of the con- 
suming public. The counsel may carry on independent 
investigations, require the Commission to furnish any 
information available, and demand that the Commission 
carry on further investigations in the interest of the con- 
suming public. The Commission is ordered to furnish 
promptly to the counsel the desired information, conduct 
investigations promptly, and place the results at his dis- 
posal. As the Commission has power to require all sorts 
of information from the industry this provision for a 
Consumers’ Counsel gives the public real representation 
for the protection of its interests. 


LABOR 


The Wagner-Connery Labor Relations Act creates a 
permanent National Labor Relations Board to promote 
equality of bargaining power between employers and em- 
ployes and to diminish the causes of labor disputes which 
affect interstate commerce. Whether or not it will be 
possible to do much without dealing with disputes which 
are primarily intrastate in scope remains to be seen. The 
constitutionality of the Act doubtless will soon be tested 
on this point. 

Anyhow, the Act declares that it is the policy of the 
nation to encourage collective bargaining and defines 
activities of employers which shall be regarded as unfair 
labor practices. Among these are interference and co- 
ercion of employes seeking to organize and elect repre- 
sentatives, discrimination against union workers, financial 
support by an employer of any labor organization, dis- 
charge of employes for filing charges or giving testimony 
under the Act, and the refusal of an employer to bargain 
collectively with representatives of labor organizations. 
The Board may issue “cease and desist” orders against 
such practices and appeal to the courts for enforcement. 

The Wagner-Crosser Railroad Retirement Act estab- 
lishes a system of retirement annuities for railroad work- 
ers 65 years of age and over and for other workers under 
65 years who have had 30 years’ service with railroads 
and who either make application for retirement or are 
retired because of physical or mental disability. In an 
effort to meet the objections of the Supreme Court which 
recently declared the railroad retirement act of 1934 un- 
constitutional the law is based on the taxing power rather 
than on the right to regulate interstate commerce. The 
annuities will be paid out by the federal treasury but the 
necessary money will be derived from a 3% per cent tax 
on railroad payrolls and 3% per cent on railway wages. 
The law creates a Railroad Retirement Board of three 
members to administer the plan. 

The McKellar-Mead 40-Hour Mail Act provides a 40- 
ggg for 123,000 postal employes, effective October 

POWER 


_The amendment to the Tennessee Valley Authority Act 
gives the TVA authority to sell surplus power, to sell to 
states, counties, municipalities and non-profit organiza- 
tions, to regulate resale rates, to acquire existing electric 
facilities used in serving farms and villages, to utilize its 
unused bond issue of $50,000,000 for loans to states, 
counties and municipalities to enable them to acquire 
electric distribution facilities, to construct such dams and 
reservoirs as are necessary to provide a nine-foot channel 
in the river and to unify the development of the Tennessee 

iver System for navigation, flood control, and power 
purposes. 
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The United States Controller General is to audit the 
accounts of the TVA but he is restrained from making 
his report to Congress until the TVA has reasonable op- 
portunity to examine his exceptions and criticisms, “point 
out errors therein, explain or answer the same.” Further- 
more, the TVA may exercise its own judgment in award- 
ing contracts free from the supervision of the Controller 
General. 


RELIEF 


The Work Relief Act appropriates $4,880,000,000 to 
“provide relief, work relief and increase employment by 
providing for useful projects.” It will be used to build 
highways, to eliminate grade-crossings, for reclamation 
and irrigation of land, rural electrification, prevention of 
soil erosion, flood control, forestation, housing, to make 
loans or grants to states and their subdivisions for self- 
liquidating projects, elaborate the work of the Civilian 
Conservation Corps, and assist educational, professional 
and clerical persons. The President may make loans to 
farmers, farm tenants, croppers or farm laborers for the 
purchase of farm lands and necessary equipment. 

On strictly federal projects the government must pay 
prevailing wages and they must be fixed in advance of 
bidding contracts. On other projects the wages fixed 
must “not affect adversely or otherwise tend to decrease 
the going rates of wages paid for work of a similar 
nature.” 


SocraL SEcuRITY 


The Social Security Act appropriates $49,750,000 for 
the current fiscal year to aid states in caring for old 
people more than 65 years of age. The federal grant may 
equal 50 per cent of the amounts contributed by the states 
but in no case will it exceed $15 a month. Provision is 
made also for a long-time plan of old age pensions. It 
will be financed by contributions by both employers and 
employes. Employers contribute in 1937 one per cent on 
the payrolls of all employes earning $3,000 or less. One 
per cent is also paid on the payrolls of all employes who 
earn more than $3,000 but the levy is limited to one per 
cent of $3,000. Employes also pay one per cent of their 
income but those who earn more than $3,000 pay only one 
per cent of $3,000. The rate gradually rises until in 1949 
it is three per cent both for employers and employes. 

Depending on the total amount of wages earned after 
December 31, 1936, each “qualified” worker who retires 
at the age of 65, but not prior to January 1, 1942, will 
receive a monthly benefit ranging from $10 to $85. This 
provision will apply to those who have earned more than 
$3,000 a year as well as to those who have earned less and 
they will receive the highest monthly payment ($85) 
regardless of whether they need it or not. This is con- 
sistent with the principle of building an annuity to which 
the employe has contributed as well as the employer. 

To qualify for a pension under the annuity plan a 
person must be 65 years of age and must have received 
$2,000 as total wages after December 31, 1936, and before 
he attained the age of 65. Those who do not qualify in 
this respect are paid in a lump sum 3% per cent of the 
total wages received after December 31, 1936, and before 
they attain the age of 65. This will be inadequate in most 
cases but such persons will have to be provided for under 
the pension plan to which the states and the federal gov- 
ernment contribute for old age relief because the annuity 
plan is designed primarily for those who contribute to the 
fund. Furthermore the annuity plan does not apply to 
agricultural laborers, domestic servants, casual laborers, 
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officers and members of ship crews, those in the employ 
of the federal, state, county and municipal governments, 
nor to employes of religious, charitable, scientific, literary, 
and educational organizations. 

The Social Security Act also appropriates $4,000,000 
for the fiscal year 1936 and $49,000,000 thereafter to 
assist states with their expense in administering unem- 
ployment insurance plans. 

Every employer of eight or more persons in the United 


States, except those excluded as enumerated under the 


annuity old age plan, must pay during 1936 an excise tax 
equal to one per cent of his payrolls, two per cent in 1937 
and three per cent thereafter. This tax will be based on 
all wages and salaries, with the result that those with 
high salaries will receive no benefit because unemployment 
insurance schemes doubtless will not include them. Inci- 
dentally, the constitutionality of this provision is likely 
to be tested. 

Employers who are taxed for unemployment insurance 
plans in the states are allowed to credit such payments 
against the excise tax they pay the federal government but 
the credit cannot exceed 90 per cent. State plans must 
have the approval of the Social Security Board created to 
administer the Act. The fact that all employers will have 
to pay the federal tax and the fact that their employes 
will not receive unemployment benefits unless they are 
under a state unemployment insurance scheme are relied 
on to encourage a rapid development of such plans. 
Whatever unemployment benefits are paid will depend on 
the measures taken by the various states. 

An appropriation of $24,750,000 for the fiscal year 1936 
and each year thereafter is made to aid states in caring 
for needy dependent children; $3,800,000 for 1936 to 
promote the health of mothers and children, especially in 
rural areas and in areas suffering from severe economic 
distress ; $2,850,000 for 1936 to care for crippled children ; 
$1,500,000 in 1936 to care for homeless and neglected 
children ; $841,000 for 1936 and 1937 to promote voca- 
tional rehabilitation of persons disabled in industry and 
otherwise and $1,938,000 a year thereafter; $3,000,000 
in 1936 to aid needy blind; and $8,000,000 in 1936 and 
thereafter for the promotion of public health work. These 
appropriations will be distributed on condition that the 
procedure of the states conforms to requirements made 
by the Social Security Board and that the states do their 
share. The appropriations for the Social Security Act 
were included in the deficiency appropriation bill which 
failed to pass due to the filibuster carried on by the late 
Senator Long until Congress adjourned. 


TAXATION 


The Revenue Act of 1935 amends the existing law so 
as to increase taxes approximately $250,000,000. 

The estate tax is changed so that exemption is limited 
to $40,000 and the graduated rates begin at two per cent 
on net estates of $10,000 and rise to 70 per cent on all 
above $50,000,000. President Roosevelt’s demand for an 
inheritance tax on the recipients of estates in addition to 
the estate tax was not incorporated in the law. 

Gift taxes are increased so that they begin at 14 per 
cent on the first $10,000 of net gifts and rise to 52% per 
cent on more than $50,000,000. The exemption is re- 
duced from $50,000 to $40,000. 

The surtax on individuals is increased so that rates 
rise from 31 per cent on net income bracket $50,000- 
$56,000 to 75 per cent on net income over $5,000,000. 
The rates are also increased on undivided profits of 


personal holding companies (originally incorporated by 
wealthy persons to enable them to escape the income tax), 
rising from 20 per cent on net incomes not in excess of 
$2,000 to 60 per cent of the amount in excess of 
$1,000,000. 
The flat rate of 1334 per cent on net income of corpora 
tions was changed to a graduated tax ranging from 12¥, 
per cent on net income up to $2,000, 13 per cent on $2,000 
to $15,000, 14 per cent on $15,000 to $40,000, and 15 per 
cent on net income in excess of $40,000. The capital 
stock tax is increased from $1.00 to $1.40 per $1,000 
declared value of corporation stock. An excess profits 
tax of six per cent is levied on profits exceeding 10 per 
cent and not over 15 per cent and 12 per cent on profits 
exceeding 15 per cent of the declared value of the cor- 
poration stock. Previously, intercorporate dividends of 
domestic corporations were deducted entirely from gross 
income in computing net income subject to tax; the new 
law allows a deduction of only 90 per cent, leaving 10 
per cent taxable under the graduated corporation tax rate. 
The law continues for another two years many excise 
taxes that would have ceased in 1935 and also the three- 
cent postage rate on non-local first-class mail matter. 


Utitity Hotpinc CoMPANIES 


The public utility holding company law as passed was 
a compromise on the President’s demand for the “death 
sentence” on such companies. After January 1, 1938, the 
Securities Commission may require a holding company to 
limit its operations to such companies as are reasonably 
incidental, or economically necessary to the operation 
of an integrated public utility system. However, the 
Commission may permit a registered holding company to 
continue to control one or more integrated public utility 
systems if it finds that such systems cannot be operated 
as independent systems, without the loss of substantial 
economies, that such a system is located in one state, 
adjoining states, or in a contiguous foreign country, and 
that the combined system is not so large as to impair the 
advantages of localized management, efficient operation, 
or the effectiveness of regulation. 

The Commission may also require a holding company 
to take such steps as are necessary to reorganize its capital 
structure and distribute voting power equitably among 
security holders. In this connection the Commission may 
require subsidiary companies which are holding companies 
to cease to be holding companies. 


Note: For a discussion of the Neutrality Act, INFor- 

MATION SERVICE of September 14. 
Living Costs Rise 

The National Industrial Conference Board announced 
on September 10, 1935, that its index of living costs 
showed an increase of 4.3 per cent in August over August, 
1934, but that the index was 17.6 per cent less than in 
August, 1929. Food prices were 9.4 per cent higher than 
in 1934 and 23.7 per cent less than in 1929; rents 9.3 pet 
cent higher than in 1934 and 22.3 per cent less than in 
1929; coal 3.7 per cent lower than in 1934 and 9.1 pet 
cent lower than in 1929; clothing 3.9 per cent less than in 
1934 and 25 per cent less than in 1929; and sundries 
were .9 per cent higher than in 1934 and 5.4 per cent 
lower than in 1929. The index of the United States 
Bureau of Labor Statistics showing cost of living to June 
30, 1935, will not be available until October. 


Printed in U.S.A. 


333 


On 
Coun 
dama 

ener 
Guy | 
The 
from 
exhib 
Hess, 
divid 
Prov: 
tion i 
tion, 
men 
provi 
simile 
printe 
Prov: 
ducin 
charg 
are 1 
20, 1 
attort 
whicl 
that 
and 
ciden 
either 
man 
stater 
neces 
attort 
conti: 

It 
Chur 
the C 
tiones 
erron 


4 
| 
Sor 
Chur 
On J 
decla: 
again 
open 
by a 
29 


